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TO THE SHAREHOLDERS
@@‘% / For the six-month period ended June 30, 2001, Power Financif=7 mawt Ny reported operat-
@@\.Q WS@L\ ing earnings before goodwill amortization, special charges and Bther Micofe of $451 million
%1\@ @“‘ or $1.25 per share, compared with $376 million or $1.04 per share during the same period

X\O\&N @,\Y?“ in 2000, for an increase of 20 per cent on a per share basis.
@‘@

Goodwill amortization, whlch includes Power Financial’s share of goodwill amortization
recorded by its subsidiaries, was $39 million in 2001, as compared with $26 million in

2000. The increase in goodwill amortization results from goodwill recorded by Investors

Group Inc. on the acquisition of Mackenzie Financial Corporation.

Power Financial’s share of special charges recorded by Great-West Lifeco related to Alta Health
& Life Insurance Company (a subsidiary of Great-West Life & Annuity Insurance Company
of Denver, Colorado) totalled $131 million or $0.38 per share.

Other income of a non-recurring nature was $214 million or $0.62 per share in 2001, com-
pared with $29 million or $0.09 per share in 2000. The Corporation recorded a dilution gain
of $231 million in the second quarter of 2001 as a result of the issuing of common shares by
Investors Group. This gain was partly offset by the Corporation’s $33 million share of a spe-
cial charge related to the costs to be incurred in realizing synergies from the acquisition of
Mackenzie Financial Corporation by Investors Group. Also included in other income for

2001 is Power Financial’s share of net gains recorded by the Pargesa group.

Including goodwill amortization, the special charges and other income of a non-recurring nature,
the Corporation’s consolidated net earnings for the six-month period ended June 30, 2001 were
$495 million or $1.38 per share, compared with $379 million or $1.05 per share in 2000.

THREE-MONTH RESULTS For the three months ended June 30, 2001, consolidated

net earnings, including goodwill amortization, the special charges and other income, wer%

$297 million or $0.83 per share, as against $199 million or $0.55 per share in 2000.

SUBSIDIARIES’ AND AFFILIATE'S RESULTS

GREAT-WEST LIFECO INC. Great-West Lifeco Inc. reported net income attributable to
common shareholders of $366 million or $0.983 per share for the first six months of 2001, an
increase of 21 per cent over 2000. This result is before a non-recurring charge of $132 million

and operating losses of $32 million, both associated with Alta Health & Life Insurance Company.
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For the first six months of 2001, total net income attributable to common shareholders,
including the Alta-related charges, was $202 million or $0.543 per share, compared with
$305 million or $0.814 per share in 2000.

INVESTORS GROUP INC. Investors Group Inc. reported net income for the first half
of 2001 of $164 million or $0.71 per share, compared with $128 million or $0.607 per share
in 2000, an increase of 17.6 per cent on a per share basis. These results include the oper-
ations of Mackenzie Financial Corporation as at April 20, 2001, and are before goodwill and
a non-recurring restructuring charge related to the acquisition. For the first half of 2001, net
income after goodwill and the restructuring charge stood at $90 million or $0.39 per share,
as against $128 million or $0.607 per share in 2000.

PARJOINTCO N.V. Parjointco N.V., which holds Power Financial’s interest in Pargesa
Holding S.A., contributed $50 million to Power Financial’s earnings, as compared with

$63 million in 2000, including the Corporation’s share of non-operating earnings from Pargesa.

DIVIDENDS
A dividend was declared on the Series A First Preferred Shares payable November 15, 2001

to shareholders of record October 25, 2001 in an amount to be determined by applying the
Quarterly Dividend Rate, as defined in the Articles of Continuance of the Corporation, to $25.00.

A dividend of $0.4375 per share was declared on the Series B First Preferred Shares
payable November 30, 2001 to shareholders of record November 9, 2001.

A dividend of $0.3250 per share was declared on the First Preferred Shares, Series C
payable October 31, 2001 to shareholders of record October 10, 2001.

A dividend of $0.34375 per share was declared on the First Preferred Shares, Series D
payable October 31, 2001 to shareholders of record October 10, 2001.

A dividend of $0.22 per share was declared on the common shares payable November 1,
2001 to shareholders of record September 28, 2001.

On behalf of the Board of Directors,

Paul Desmarais, Jr. Robert Gratton
Chairman President and Chief Executive Officer

Tuly 26, 2001




MANAGEMENT’S DISCUSSION AND ANALYSIS

The following is a discussion and analysis of the interim consolidated financial condition
and results of operations of Power Financial Corporation (“Power Financial” or the “Corpo-
ration”) for the three-month and six-month periods ended June 30, 2001. This document
should be read in conjunction with: the Interim Consolidated Financial Statements of Power
Financial and notes thereto for the three-month and six-month periods ended June 30, 2001;
Management’s Discussion and Analysis included in the annual report of the Corporation for
the year ended December 31, 2000 and in the Quarterly Report for the three months ended
March 31, 2001; and the Consolidated Financial Statements and notes thereto for the year
ended December 31, 2000, as well as the Interim Consolidated Financial Statements and

notes thereto for the quarter ended March 31, 2001.

Power Financial holds substantial interests in the financial services industry in Canada and

the United States and has substantial holdings in a group of major media, energy, public

utilities and specialty minerals companies based in Europe.

The information contained herein concerning the Corporation’s subsidiaries has been sum-
marized from quarterly information publicly disclosed by them. Information concerning
six-month results of Pargesa Holding S.A. for 2001 has been extracted from that company’s
press release issued on July 31, 2001.

FINANCIAL RESULTS

In this analysis the principal subsidiaries, namely Greai-West Lifeco and Investors
Group, which make the most significant contribution to the earnings of the Corpo-
ration, are accounted for on an equity basis in order to highlight their respective
coniributions. Moreover, in order to provide the reader with a more accurate analysis
of operating activities, operating earnings include the Corporation’s share of earn-

ings of subsidiaries before the impaci of goodwill amortization (as reported by these

subsidiaries). Information for previous periods has been revised accordingly.




POWER FINANCIAL CORPORATION

Operating results of Mackenzie Financial Corporation (“Mackenzie”), which was acquired
by Investors Group on April 20, 2001, and the amortization of goodwill resulting from this
transaction, have been included in Investors Group’s results beginning on that date. Power
Financial’s share of Investors Group is calculated before a resiructuring charge ($95.6 mil-
lion before tax in the second quarter of 2001) recorded by Investors Group; the Corporation’s
share of this charge is included in other income, on an after-tax basis. In support of the
transaction, Power Financial (through a wholly owned subsidiary) and Great-West Life
respectively subseribed for 5.5 million (for $138.3 million) and 9.2 million (for $230 mil-
lion) of treasury common shares of Investors Group. Following completion of this private
placement and the issuance of common shares to former Mackenzie shareholders, Power
Financial and Great-West Life own respectively a 56.1% and a 3.5% interest in Investors

Group; as a result, Power Financial’s effective equity interest in Investors Group was 58.8%

at June 30, 2001, as compared with 67.9% at March 31, 2001.

SIX-MONTH RESULTS

EARNINGS SUMMARY

6 months 2001 6 months 2000

{in millions of dollars, except per share amounts) M8 per share M$®  per share Change (%)
Operating earnings before goodwill

amortization and charges related

to Alta 451 1.25 376 1.94 20
Goodwill amartization (39) (0.11) (26) {0.08)
Charges related to Alta (131)  (0.38)
Other income 214 0.62 25 G.09
Net earnings 495 1.38 379 1.05 31

1) Before dividends paid on preferred shares.

OPERATING EARNINGS BEFORE GOODWILL AMORTIZATION, OTHER INCOME
AND CHARGES For the six-month period ended June 30, 2001, Power Financial
reported operating earnings, before goodwill amortization, impact of charges associated with
Alta Health & Life Insurance Company (“Alta”), and other income, of $451 million or
$1.25 per share, as against $376 million or $1.04 per share in the corresponding period of

last year. This represents a 20% increase on a per share basis.

In 2001, the earnings of Investors Group reflect the acquisition of Mackenzie as of April 20,
2001. They also reflect the impact of the change in accounting estimates related to the amor-

tization of sales commissions, which reduced expenses by $11.8 million after tax. Investors

Group also recorded a special charge related to the costs o be incurred in realizing synergies




from the acquisition of Mackenzie Financial. Power Financial’s share of this charge has been
included in other income, and partly offsets the dilution gain recorded by Power Financial

in connection with the transaction.

GOODWILL AMORTIZATION Goodwill amortization ~ which represents primarily
Power Financial’s share of goodwill amortization recorded by its subsidiaries — amounted to
$39 million during the six-month period ended June 30, 2001 compared with $26 million

for the same period of last year.

The increase in goodwill amortization in 2001 results from goodwill amortization recorded

by Investors Group on the acquisition of Mackenzie Financial Corporation.

OTHER INCOME OF A NON-RECURRING NATURE AND OTHER CHARGES In 2001,

Great-West Lifeco recorded $164 million of charges related to Alta, a subsidiary of Great-

West Life & Annuity Insurance Company. Power Financial’s share of these charges amounted
to $131 million or $0.38 per share. (For further information about these special items, please

refer below to the section of this report concerning the results of Great-West Lifeco.)

Cther income of a non-recurring nature was $214 million or $0.62 per share for the six-
month period ended June 30, 2001, as compared with $29 million or $0.09 per share in
2000. During the second quarter of 2001, the Corporation recorded a $231 million dilution
gain as a result of the decrease in its ownership of Investors Group (in the Mackenzie
Financial transaction, Investors Group issued common shares to third parties at a price
above book value); this gain has been partly offset by Power Financial’s share (833 million
on an after-tax basis) of the special charge related to the costs to be incurred in realizing

synergies from the acquisition of Mackenzie by Investors Group.

In the previous quarter, as well as in 2000, other income is the Corporation’s share of net

gains recorded within the Pargesa group.

NET EARNINGS Including goodwill amortization, charges related to Alta and other
income of a non-recurring nature, Power Financial’s net earnings for the six-month period
ended June 30, 2001 were $495 million or $1.38 per common share, compared with
$379 million or $1.05 per share in 2000.

SECOND QUARTER RESULTS
For the three months ended June 30, 2001, net earnings, including goodwill amortization,
charges related to Alta and other income, were $297 million or $0.83 per share, as against

$199 million or $0.55 per share in 2000.




POWER FINANCIAL CORPORATION

CASH FLOW
On a consolidated basis, cash and cash equivalents increased during the six-month period by

$155 million, as compared with a decrease of $10 million during the same period of last year.

Cash flow from operating activities was $730 million during the period in 2001, compared
with $59 million for the corresponding period of 2000. Cash flow from financing activities
was a source of $2,067 million in 2001 compared with a use of $193 million in 2000.
Included in 2001 is the financing activities relating to the acquisition of Mackenzie by
Investors Group. Cash flow from investing activities was a net use of $2,642 million in 2001
compared with a net source of $124 million in 2000. Included in 2001 is the acquisition of

Mackenzie by Investors Group.

DIVIDEND PER COMMON SHARE
Power Financial declared a dividend of 22 cents per common share for the second quarter
of 2001, compared with 18 cents for the same quarter a year ago, an increase of 22%. For

the six-month period, total dividends declared per common share amounted to 42 cents in
2001 compared with 34.5 cents in 2000, an increase of 22%.

SHAREHOLDERS' EQUITY
Power Financial’s shareholders’ equity amounted to $5,206 million at June 30, 2001, com-
pared with $4,963 million at December 31, 2000. The increase of $243 million during the

period is primarily due to:

- an increase in retained earnings of $329 million, and

- negative foreign currency translation adjustments of $87 million.

SUBSEQUENT EVENTS
As announced previously, on July 2, 2001, Groupe Bruxelles Lambert (“GBL”) contributed
its 29.9% interest in RTL Group to Bertelsmann AG, the parent company of Bertelsmann,

in exchange for a 25.1% interest in Bertelsmann. Pargesa owns a 48.2% equity interest and

a 50.1% voting interest in GBL.




GREAT-WEST LIFECO INC.

Great-West Lifeco Inc. (“Lifeco”) reported net income attributable to common shareholders
of $366 million or $0.983 per share for the first six months of 2001, an increase of 21% over
2000. This result is before a non-recurring charge of $132 million after tax and operating
losses of $32 million after tax, both associated with Alta, which in total represents $0.440

per common share.

For the first six months of 2001, total net income attributable to common shareholders, after
the Alta charges, was $202 million or $0.543 per share, compared with $305 million or
$0.814 per share in 2000. For the second quarter, net income attributable to common share-

holders after the Alta charges was $36 million, compared with $164 million in 2000.
Highlights:

- Total premiums and deposits were up 6%.

- Lifeco’s subsidiary, Great-West Life & Annuity Insurance Company, announced its decision

to discontinue writing new business through Alta.

- Return on common shareholders’ equity, on an adjusted basis, was 19.3% for the twelve
months ended june 30, 2001.

- Quarterly dividends declared were increased by 10.8% to $0.205 per commeon share for.
September 28, 2001. Dividends paid on common shares in the first half of 2001 were

19% higher than a year ago.




GREAT-WEST LIFECO INC.

Consolidated net earnings for Lifeco are the net operating earnings of The Great-West Life
Assurance Company (“Great-West”) in Canada and Great-West Life & Annuity Insurance

Company (“GWL&A”) in the United States, together with Lifeco’s corporate results.

For the first six months of 2001, Canadian consolidated net earnings of Lifeco were up 25%

to $155 million, compared with $124 million a year ago.

In the United States for the first six months of 2001, GWL&A’s net operating earnings,
before Alta charges, increased 20% to US$143 million. Translated to equivalent Canadian
dollars, Lifeco’s United States consolidated net earnings before Alta charges were $211 mil-

lion compared with $181 million a year ago, an increase of 17%.

The above results do not include a non-recurring charge of $132 million after tax and oper-
ating losses of $32 million after tax, both associated with Alta, a wholly owned subsidiary of
GWL&A. Alta was acquired by GWL&A on July 8, 1998. During 1999 and 2000, the Alta
business continued to be run as a free-standing unit, but was converted to GWL&A systems

and accounting processes. This conversion program resulted in significant issues related to

the pricing, underwriting and administration of the business. GWL&A has decided to
discontinue writing new Alta business and all Alta customers will be moved to GWL&A
contracts over time. Alta sales and administration staff have become GWL&A employees
and the underwriting function will be conducted by the underwriting staff of GWL&A.

Lifeco’s United States consolidated net earnings for the six months ended June 30, 2001,

including Alia charges, were $47 million.




GREAT-WEST LIFECO INC.

FINANCIAL HIGHLIGHTS (unaudited)
For the six months ended June 30
(in millions of dollars, except per common share amounts) 2001 2000 Change (%)
Premiums:
Life insurance, guaranteed annuities
and insured health products 3,592 3,513 2
Reinsurance and property and casualty 1,475 1,207 22
Self-funded premium equivalents
(ASO contracts) 5,185 4,211 23
Segregated funds deposits: @
Individual products 1,209 1,653 27
Group products 2,768 2,903 {5)
Total premiums and deposits 14,229 13,487 6
Fee and other income 929 793 17
Paid or credited to policyholders 5,826 5,370 8
Net income attributable to:
Preferred shareholders 16 16
Common shareholders 202 305 (34)
Alta adjustments @ 164
Adjusted net income attributable to
common shareholders 366 305 20
Return on common shareholders’ equity (12 months):
Net income 152% 17.9%
| Adjusted net income @ 19.3% 17.9%
Basic earnings per common share 0.543 - 0.814 (33)
Diluted earnings per common share 0.533 0.796 (33)
Alta adjustments @ 0.440
Adjusted basic earnings per common share 0.983 0.814 21
Dividends paid per common share 0.37 0.31 19
Book value per common share 9.92 9.18 3
At June 30
| Total assets 56,453 54,544 3
Segregated funds assets 36,937 37,717 2)
} Total assets under administration 93,390 92,261 1
1 Capital stock and surplus ' 4,216 3,961 6

‘ 1) Segregated funds deposits and self-funded premium equivalents (ASO contracts)
The financial statements of a life insurance company do not include the assets, liabilities, deposits and withdrawals of
segregated funds or the claims payments related to administrative services only (ASO) Group health contracts. However, the
company does earn fee and other income related to these contracts.
Both segregated fund and ASO contracts are an important aspect of the overall business of the company and should be
considered when comparing volumes, size and trends.

2) Six-month resulls include a non-recurring charge of $202 million pre-tax ($132 million after tax) plus operating losses

of $32 million after tax, both related to Alta, reported as part of the company’s United States Employee Benefiis segment.
The total impact of Alta on net income for the six months ended June 30, 2001 was a reduction of $164 million after tax
or $0.440 per common share.




INVESTORS GROUP INC.
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Investors Group announced six-month earnings of $164.9 million or $0.712 per share prior
to goodwill amortization and a restructuring charge, both related to the acquisition of
Mackenzie Financial Corporation (“Mackenzie”), compared to last year’s six-month net
income of $127.7 million or $0.605 per share.

Net income for the second quarter on the same basis was $100.7 million, compared with
$73.2 million for the same period in 2000. Earnings per share on the same basis were
$0.399, compared with $0.347 for the second quarter of last year.

The 2001 results reflect the acquisition of Mackenzie as of April 20, 2001, and a change in

accounting estimates related to amortization of sales commissions which reduced expenses

by $11.8 million after tax.

After accounting for a restructuring charge related to the Mackenzie acquisition of $95.6 mil-
lion pre-tax, earnings for the six months were $110.8 million or $0.478 per share prior to

goodwill amortization and $90.4 million or $0.390 per share after goodwill amortization.
Highlights:

- Gross revenues for the first six months of 2001 were $771.2 million compared with
$567.2 million last year. Gross revenues for the second quarter were $474.8 million
compared with $290.5 million in the prior year. Operating expenses were $574.4 million
for the six-month period and $392.8 million for the quarter, compared with $335.9 mil-
lion and $159.1 million respectively in 2000.

- Assets under management and administration at June 30, 2001 totalled $80.8 billion,
compared with $45.2 billion at June 30, 2000 reflecting the increase in assets resulting
from the Mackenzie acquisition.

- Shareholders’ equity at June 30, 2001 was $2.6 billion compared with $1.1 billion at
December 31, 2000. Return on average common equity for the six months, excluding
goodwill amortization and restructuring, was 20.7% compared with 26.2% for the same
period in 2000.

- Quarterly dividends were increased by 1.5 cents per common share to 19 cents per share
payable October 31, 2001.




INVESTORS GROUP INC.

FINANCIAL HIGHLIGHTS (unaudited)

For the six months ended June 30

{in thousands of doltars, except per share amaunts) 2001 2000 Change (%)
Net income
Excluding goodwill amortization and
restructuring charge 164,890 127,724 29.1
Earnings per share (Fully diluted)
Excluding goodwill amortization and
restructuring charge 0.712 0.605 17.6
Dividends per share 0.350 0.290 20.7
Return on equity (%)
Excluding goodwill amortization and
restructuring charge 20.7 26.2
Mutual funds
Investors Group Inc.
Sales 3,512,924 3,996,114 (12.1)
Redemption rate (%) 12.7 13.9
Net sales 760,471 771,262 (1.4)
Assets under management 43,822,095 43,909,228 (0.2)
Mackenzie Financial Corporation
Sales 1,121,916
Redemption rate (%) 22.1
Net sales (162,591)
Assets under management 32,821,886
Combined assets under management 76,643,981
Insurance
Sales (annualized premiums) 12,729 11,530 10.4
In force {face amount) 22,952,516 19,576,910 17.2
Securities operations
External assets gathered 636,182 095,588 (8.5)
Assets under administration % 3,600,455 2,288,739 57.3
Mortgages
Originations 471,628 447,025 5.5
Mortgages serviced @ 7,865,831 7,410,408 6.1
Deposits and certificates
Sales 31,342 67,815 (53.8)
Deposits and certificates @ 620,055 246814 151.2

1) From date of acquisition or as at June 30, 2001.
2) Includes Mackenzie Financial Corporation as at June 30, 2001.

Note: Certain comparative figures in this quartetly report have been restated to conform with current period presentation.




"PARGESA HOLDING S.A.

CONSQOLIDATED RESULTS

First Half First Half
SF million 2001 2000
Operating contribution of major holdings
Consolidated:
Imerys 43.0 44.1
RTL Group* (CLT-UFA for first half 2000) 11.3 4.5
Non-consolidated (dividends):
TotalFinaElf 56.9 36.9
Suez 35.5 323
Operating contribution of major holdings 146.7 1278
Operating contribution of other affiliates
subject to equity accounting 5.1 5.2
Operating income contributed by
holding companies (2.0) 20.3
Operating income 149.8 153.3
Non-operating contribution of affiliates
subject to equity accounting 2.1 8.4
Non-operating income contributed by
holding companies 68.1 1376
Depreciation of goodwill by holding companies (17.3) (12.2)
Net income 198.5 2855
Per share (SF):
operating income 90 0z
net income 119 17t
Average shares outstanding (thousands) 1,673 1,671

* Contribution calculated on the basis of estimated results according to RTL Group’s non-audited management accounts.

OPERATING INCOME For the first half, operating contribution from the major hold-
ings rose 15% to SF146.7 million, compared with SF127.8 million in the first half of 2000.

Pargesa’s share of the contribution from Imerys remained virtually stable.

RTL Group’s contribution, which reflects adjustments related to amortization expense recorded
by that company on goodwill associated with Pearson Television, was lower than the CLT-UFA
contribution for the first half of 2000.

The contributions by TotalFinaElf and Suez, which were in the form of dividends received
during the second quarter, were substantially higher than the previous year. These two holdings,

which are non-consolidated, will not provide addition{ﬂ contributions in the second half.
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Operating income from the holding companies records the effects of higher interest expense

resulting from investments made by the group in the reinforcement in existing holdings.

NON-OPERATING INCOME Non-operating income contributed by the holding com-
panies amounted to SF68.1 million, and largely reflects a gain realised on GBLs contri-
bution of its stake in Lasmo in response to ENI's public takeover bid. In the first half of
2000, the non-operating income of SF137 million chiefly consisted of the gain on the sale of

Audiofina shares.

Pargesa has disclosed that RTL Group is currently reviewing whether it will record a non-
cash charge for depreciation of goodwill on Pearson Television. However, this transaction

would have no impact on Pargesa’s consolidated results.

FIRST-HALF HIGHLIGHTS
In the first half of the current financial year Pargesa carried out two major initiatives: one
was to simplify the group structures, the other concerned the development of one of the

group’s main holdings.

- At a meeting on April 26, 2001, the shareholders of GBL and Electrafina, its 82.8% sub-
sidiary, approved the merger of the two companies, announced on March 13, 2001. This
transaction is designed to increase the efficiency, simplicity and transparency of the
group’s structures. The merger took the form of an absorption of GBL by Electrafina
and the resulting company retained the name of GBL. Pargesa, which previously held
54.6% of GBLs capital and 59.1% of its voting rights, now holds 48.2% and 50.1%
respectively after the merger.

- On July 2, 2001, GBL contributed its 29.9% holding in RTL Group to Bertelsmann,
which already owned 37% of RTL Group. In exchange GBL obtained 25.1% of
Bertelsmann AG, the holding company at the top of Bertelsmann. GBL is entitled for a
period of five years to a preferential annual dividend of at least EUR120 million on its

25.1% stake in Bertelsmann.

The ownership of a long-term stake in Bertelsmann should give Pargesa group shareholders the
unique opportunity to share in the benefits of the expansion of one of the world’s leading

media groups.

13




POWER FINANCIAL CORPORATION
CONSOLIDATED BALANCE SHEETS '
(unaudited)
June 30, December 31,
{in millions of dollars) 2001 2000
ASSETS
Cash and temporary investments 1,986 1,831
Investments
Shares 1,542 1,583
Bonds 30,747 30,400
Mortgages and other loans 15,141 14,586
Real estate 1,233 1,218
48,663 47,787
[nvestment in affiliate, at equity 1,207 1,296
Other assets 7,473 6,654
Goodwill and intangibles 4,788 1,786
64,117 59.354
LIABILITIES
Policy liabilities
Actuarial liabilities 42,470 41,567
Other : 3,390 3,532
Deposit and certificates 630 219
Long-term debt 2.246 1,026
Other liabilities 5,771 4,561
54,507 50,905
Non-controlling interests 4,404 3,486
SHAREHCLDERS' EQUITY
Stated capital (Note 2)
Preferred shares 550 550
Common shares 548 547
Retained earnings 3,992 3,663
Foreign currency translation adjustments 116 203
5,206 4,963
64,117 59,354
14




POWER FINANCIAL CORPORATION

CONSOLIDATED STATEMENTS OF EARNINGS

(unaudited)
For the three months ended June 30 For the six meonths ended June 30
(in millions of dollars, except per share amounts) 2001 2000 2001 2000
REVENUES '
Premium income 2,661 2.407 5,067 4,720
Investment income 990 946 1,922 1,853
Fee income 885 664 » 1,638 1,314
4,536 4,017 8,627 7,887
EXPENSES .
Paid or credited to policyholders and
beneficiaries including policyholder
dividends and experience refunds 3,006 2,741 5,826 5,370
Commissions and operating expenses 987 301 1,853 1,637
Special charges (Note 6) 202 202
Interest expense 37 5 41 8
4,232 3,547 7,922 7,015
304 470 705 872
Share of earnings of affiliate 31 27 34 34
Other income, net (Note 5) 131 1 152 29
Earnings before income taxes and
non-controlling interests 466 498 891 935
Income taxes 80 192 226 350
Non-controlling interests ' 51 89 114 70
Amortization of goodwill 38 18 56 36
Nel earnings 297 199 495 379
Earnings per common share (Note 4) ,
Basic 0.83 0.55 1.38 1.05
Diluted 0.82 0.54 1.36 1.03
Earnings per share before amortization of goodwill
Basic 0.90 8.59 1.49 1.13
Diluted 0.89 0.58 1.47 1.11
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POWER FINANCIAL CORPORATION

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS

(unaudited)
For the six months ended June 30 (in millions of dollars) 2001 2000
Retained earnings, beginning of year 3,663 3,157
Add
Net earnings 495 379
4,158 3,536
Deduct
Dividends
Preferred shares 16 16
Common shares - 146 120
Excess of cost over stated value of common shares purchased for cancellation 9
Other 4
166 143
Retained earnings, end of period 3,992 3,391




POWER FINANCIAL CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited)

For the three months ended June 30 For the six months ended June 30
(in millions of dollars} 2001 2000 2001 2000
OPERATING ACTIVITIES
Net earnings 297 199 495 379
Non-cash charges (credits)
Increase (decrease) in policy liabilities (37 184 536 283
Decrease (increase) in funds withheld
by ceding insurers 84 (515) (249) (607)
Amortization and depreciation 47 21 68 41
Future income taxes (131) (6) (96) 24
Non-controlling interests 51 89 114 170
Other 235 280 (138) (231)
Cash from operating activities 546 252 730 59
FINANCING ACTIVITIES
Dividends paid
By subsidiaries to non-controlling interests (32) 41 (66) (74)
Preferred shares (8) 8) (16) {i6)
Common shares (70) (57 (139) (114)
(110) (106) (221) (204)
Issue of common shares i 1
Repurchase of common shares (10)
Repurchase of common shares by subsidiaries (34) (16) (66) (29)
Issue of preferred shares by a subsidiary 360 360
Issue of long-term debt, commercial paper
and other loans 2,047 (66) 2,047 106
Repayment of long-term debt, commercial paper :
and other loans C{6) (35)
Other (20) (17) (18) (57)
2,237 (204) 2,067 (193)
INVESTMENT ACTIVITIES }
Bond sales and maturities 5,304 4,564 10,087 8,703
Mortgage loan repayments : 7860 964 1,519 1,741
Sale of shares ’ 328 19 603 145
Change in loans to policyholders 21 (207 (231) 217
Change in repurchase agreements 2) (1) 351 (118)
Acquisition of Mackenzie Financial Corporation (2,602) (2,602)
Investment in bonds (5,975) (4.177) (10,575) (7,754)
Investment in mortgage loans (447) (948) (1,390) (1,762)
Investment in shares (88) (128) (390) (548)
Other (10) (51) (14) (69)
| (2,685) 35 (2,642) 124
Increase (decrease) in cash and cash equivalents 93 83 155 (10)
i _Cash and cash equivalents, beginning of year 1,888 1,543 1,831 1,636
’ Cash and cash equivalents, end of period 1,986 1,626 1,986 1,626
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POWER FINANCIAL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

1. SIGNIFICANT ACCOUNTING POLICIES

The interim unaudited consolidated financial statements of Power Financial Corporation at June 30, 2001 have been pre-
pared in accordance with generally accepted accounting principles in Canada, using the accounting policies described
in Note 1 of the Corporation’s consolidated financial statements for the vear ended December 31, 2000, except as noted
below.

The Corporation adopted the recommendations of the Canadian Institute of Chartered Accountants (CICA) Handbook
Section 3500, Earnings Per Share, effective January 1, 2001. This section requires the presentation of both basic and
diluted earnings per share directly on the statement of earnings regardless of the materiality of the difference between
them. In addition, the Corporation is required to use the treasury stock method to calculate the dilution effect of stock
options, warrants and similar instruments as opposed to the imputed earnings approach. This section also requires the
disclosure of the reconciliation between the basic and diluted earnings per share.

The Corporation also adopted the recommendations of CICA Handbook Section 1751, Interim Financial Statements dur-
ing the first quarter of 2001. This section changes the requirements for financial presentation and note disclosure in the
interim financial statements. In addition, certain of the 2000 amounts presented for comparative purposes have been
reclassified to conform with the presentation adopted in the current year. '

2. CAPITAL STOCK AND OPTION PLAN

STATED CAPITAL
Authorized
First Preferred Shares, issuable in series — unlimited
‘Second Preferred Shares, issuable in series — unlimited
Common Shares — unlimited

Issued and Outstanding

June 30, 2001 December 31, 2000

Number Stated Number Stated
of Shares Capital of Shares Capital
(in millions of dollars) {in miltions of dollars)

Preferred Shares
Series A First Preferred Shares 4,000,000 100 4,000,000 130
Series B First Preferred Shares 6,000,000 150 6,000,000 150
Series C First Preferred Shares 6,000,000 150 6,000,000 150
Series D First Preferred Shares 6,000,000 150 6,000,000 150
550 550
Common Shares 347,118,140 548 347,053,543 547

STOCK OPTION PLAN
Options were outstanding at June 30, 2001 to purchase, until August 1, 2010, up to an aggregate of 7,372,000 shares,
at various prices from $5.06250 to $27.00 per share.
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POWER FINANCIAL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

3.SEGMENTED INFORMATION
INFORMATION ON PROFIT MEASURE for the three months ended June 30, 2001 ¢in wiltions of dollers)

LIFECO INVESTORS PARJOINTCO OTHER TOTAL
REVENUES

Premium income 2,661 2,661
Net investment income 940 38 12 990
Fee income 450 435 885
4,051 473 12 4,536

EXPENSES .
Insurance claims 3,006 3,006
Commissions, other operating expenses 706 272 9 987
Special charges 202 202
Interest expense 24 13 37
3,914 296 22 4,232
137 177 (10) 304
Share of earnings of affiliate 31 31
Other income - net (95) (5) 231 131
Earnings before the following: 137 82 26 - 221 466
Income taxes 52 32 4) 80
Non-controlling interests 4] 11 ) 51
Amortization of goodwill 16 21 1 38
Contribution to consolidated net earnings 28 18 26 225 297

INFORMATION ON PROFIT MEASURE for the three months ended June 30, 2000 (in millions of doilars)

LIFECO INVESTORS PARJOINTCO OTHER TOTAL

REVENUES
Premium income 2,407 2,407
Net investment income 922 24 946
Fee income 399 265 664
3,728 289 4,017

EXPENSES
Insurance claims 2,741 2,741
Commissions, other operating expenses 637 157 7 801
Interest expense ! 4 5
3.378 158 11 3,547
350 131 (11) 470
Share of earnings of affiliate 27 27
Other income — net 1 1
Earnings before the following: 350 131 28 (11) 498
Income taxes 137 58 3) 192
Non-controlling interests 70 22 (3) 89
Amortization of goodwill 17 1 18
Contribution to consolidated net earnings 126 51 28 (6) 199
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POWER FINANCIAL CORPORATION
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

3.SEGMENTED INFORMATION

(CONTINUED)

INFORMATION ON PROFIT MEASURE for the six months ended June 30, 2001 (in mitlions of dohlars)

LIFECO INVESTORS PARJOINTCO OTHER TOTAL

REVENUES
Premium income 5,067 5,067
Net investment income 1,844 62 16 1,922
Fee income 929 709 1,638
7,840 771 16 8,627

EXPENSES
Insurance claims 5,826 5,826
Commissions, other operating expenses 1,386 434 13 1,853
Special charges 202 202
Interest expense 25 16 41
7414 479 29 7,922
426 292 (13) 705
Share of earnings of affiliate 34 34
Other income - net (95) 16 231 152
Earnings before the following: 426 197 50 218 891
Income taxes 148 83 (5) 226
Non-controlling interests 90 30 (6) 114
Amortization of goodwill 32 21 3 56
Contribution to consolidated net earnings 156 63 50 226 495

INFORMATICN ON PROFIT MEASURE for the six months ended June 30, 2000 (i millions of dollacs)

LIFECO INVESTORS PARJOINTCO OTHER TOTAL

REVENUES
Premium income 4,720 4,720
Net investment Income 1,808 45 2 1,853
Fee income 793 521 1,314
7316 565 pA 7,887

EXPENSES
Insurance claims 3376 3,370
Commissions, other operating expenses 1,292 334 il 1,637
Interest expense ' ! 7 8
5,662 335 I8 7025
637 231 {16) 872
Share of earnings of affiliate 34 34
Other income — net 29 29
Earnings before the following: 637 231 &3 (16) 935
Income taxes 251 183 {4 330
Non-controlling interests 138 39 1t 170
Amortization of goodwill 33 3 36
Contribution to consolidated net earnings 234 89 63 (7) 379




POWER FINANCIAL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

4. EARNINGS PER SHARE

The following 1s a reconciliation of the numerators and.the denominators of the basic and diluted earnings per
common share computations for earnings from continuing operations:

For the six months ended June 30 (in millions of dollars) 2001 2000
Net earnings 495 379
Dividends on preferred shares ' 16 16
Net earnings available to common shareholders ' 479 363
Weighted number of common shares outstanding (millions) .

Basic 347.1 346.6
Exercise of stock options 7.4 6.4
Shares repurchased 2.7) (2.3)
Weighted number of common shares outstanding (denominator) (millions)

Diluted 351.8 356.9
For the three months ended June 30 (in millions of dollars} 200] 2000
Net earnings 297 199
Dividends on preferred shares : 8 8
Net earnings available to common shareholders 289 191
Weighted number of common shares outstanding (millions)

Basic 347.1 34e.6
Exercise of stock options 7.4 6.4
Shares repurchased 2.7) (1.9)
Weighted number of common shares outstanding (denominator) (millions)

Diluted 351.8 351.1

5.0THER INCOME, NET

For the three months For the six months
ended June 30 ended June 30
(in millions of dollars) 2001 2000 2001 2000
Share of Pargesa gains 5) 1 16 29
Gain resulting from the dilution of the
Corporation’s interest in Investors Group 231 231
Restructuring costs (95) (95)
‘ 131 1 152 29
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POWER FINANCIAL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

6.SPECIAL CHARGES

Six-month results include a non-recurring charge of $202 million pre-tax ($132 million after tax) plus operating losses
of $32 million after tax, both related to Alta Health & Life Insurance Company, an indirect wholly owned subsidiary
of Great-West Lifeco Inc.

7.ACQUISITION OF MACKENZIE FINANCIAL CORPORATION

Effective April 20, 2001, Investors Group Inc. acquired all of the outstanding common shares of Mackenzie Financial
Corporation (“Mackenzie”) for a cash consideration of $3.202 billion and the issue of 38,802,952 common shares of
Investors Group which represented a total consideration of $3.991 billion including transaction costs. Consideration
paid consisted of the following:

{in millions of dollars)

Cash A 427
Bridge credit facility 897
Bank term loan 550
Issue of debentures : 600
Issue of preferred shares 360
Issue of common shares 368
Total cash consideration 3,202
Fair value of share exchange 789
Total consideration 3,991

To support this transaction, on April 19, 2001 The Great-West Life Assurance Company, an affiliate of Investors
Group, invested $230 million to acquire 9,200,000 common shares representing 3.5% of the outstanding common -
shares of Investors Group, while the Corporation invested $138.3 million to acquire 5,532,000 common shares and
now owns 56.1% of the outstanding common shares of Investors Group.

The acquisition was accounted for by the purchase method and the results of Mackenzie’s operations have been
included in the consolidated statement of income from the date of acquisition.
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POWER FINANCIAL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

7.ACQUISITION OF MACKENZIE FINANCITAL CORPORATION (CONTINUED)
Details of the consideration given and the fair values of the net assets acquired are as follows:

(in millions of dollars)

Fair value of assets acquired

Cash and cash equivalents 600
Securities 47
Mortgages and loans 437
Deferred selling commissions 585
Other assets 130
1,799

Less liabilities assumed and minority interest
Deposits 423
Future income taxes 191
Restructuring charge allocated to purchase price 34
Other liabilities - 221
Minority interest 14
883
Fair value of net assets acquired 916
Goodwill and intangibles 3.075
Total purchase consideration 3.991

The purchase price has been preliminarily allocated to tangible assets acquired and liabilities assumed based on
their estimated fair values as of the acquisition date. The excess of consideration paid over the estimated fair value
of net assets acquired has been recorded as goodwill and intangibles. Goodwill and identifiable intangible assets of
approximately $3.1 billion will be amortized as a charge to earnings on a straight-line basis over their estimated useful
lives of 30 years. The final allocation of the purchase price will be determined after appraisals and a comprehensive
evaluation of the fair value of the assets acquired and liabilities assumed are completed. Investors Group does not
expect the change in amortization expense to be material.

Investors Group has commenced the integration and rationalization of its administration. systems and corporate oper-
ations. Estimated costs of $96 million were charged to earnings in the current interim period. These costs include
severance and related expenses, system decommissioning, and the cost of rationalizing and exiting certain businesses.

8. AMALGAMATION

On April 26, 2001, the respective shareholders of Groupe Bruxelles Lambert S.A. and Electrafina S.A. approved the
proposed amalgamation of the two companies.

9. SUBSEQUENT EVENT

On July 2, 2001, Groupe Bruxelles Lambert finalized the transaction whereby it exchanged its 29.9% interest in RTL
| Group for a 25.1% interest in Bertelsmann AG. Bertelsmann AG now holds a 67% interest in RTL Group.
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TC THE SHAREHOLDERS

For the nine-month period ended September 30, 2001, Power Financial Corporation reported
éarnings of $687 million or $1.91 per share hefore goodwill amortization, its share of specific
| adjtfétments recorded by Great-West Lifeco and other income, compared with $574 million
or $1.59 per share for the corresponding period of last year. This represents an increase of

20% on a per share basis.

Goodwill amortization consists primarily of Power Financial’s share of goodwill amortization
recorded by its subsidiaries. Goodwill amortization for 2001 was $68 million or $0.19 per
share, compared with $39 million or $0.11 per share in 2000. The increase results from
goodwill recorded by Investors Group Inc. on the acquisition of Mackenzie Financial

Corporation during the second quarter of this year.

Power Financial’s share of specific adjustments recorded in 2001 by Great-West Lifeco,
relating to Alta Health and Life Insurance Company, as previously reported, and to claims
provisions resulting from the U.S. events of September 11, 2001, amounted to $189 million
or 80.55 per share.

Other income was $270 million or $0.78 per share in 2001, compared with $49 million or
$0.14 per share in 2600. Other income in 2001 consisted of net non-recurring items of $198 million
recorded during the second quarter of 2001 in connection with the acquisition of Mackenzie

Financial Corporation as well as the Corporation’s share of gains attributable to the Pargesa group.

The Corporation’s net eamnings, including other income, goodwill and specific adjustments,
were $700 million or $1.95 per share in 2001, as against $584 million or §1.62 per share in 2000,

representing an increase of 20% on a per share basis.

THIRD QUARTER RESULTS For the three-month period ended September 30, 2001,
earnings were $237 million before goodwill amortization, impact of adjustments relating to
the U.S. events of September 11 and other income, as against $199 million in 2000, for an

increase of 20% on a per share basis.

Net earnings, including goodwill amortization, the Corporation’s share of adjustments
recorded by Lifeco duﬁng the quarter in connection with the September 11 events and other
income, were $206 million or $0.57 per share during the third quarter of 2001, the same figure
as in the corresponding period of 2000.




SUBSIDIARIES' AND AFFILIATE'S RESULTS

GREAT-WEST LIFECO INC. Great-West Lifeco Inc. reported net income attributable
to common shareholders of $563 million or $1.516 per share for the nine-month period
ended September 30, 2001, an increase of 21 per cent over 2000. This result is before two
specific adjustments, comprised of a third-quarter claims provision in Canadian Operations
of 873 million from the United States events of September 11, 2001, and the previously
reported non-recurring charge of $164 million in U.S. Operations associated with Alta Health
and Life Insurance Company. These adjustments represent $0.199 per common share and

$0.440 per common share respectively.

Including all charges, total net income attributable to common shareholders, for the nine-
month period ended September 30, 2001, was $326 million or $0.877 per share, compared
with $469 million or $1.254 per share in 2000.

INVESTORS GROUP INC. For the nine-month period ended September 30, 2001,
Investors Group Inc. reported earnings of $276 million or $1.14 per share prior to goodwill
amortization and the second quarter restructuring charge related to the acquisition of Mackenzie
Financial Corporation, compared with $204 million or $0.97 per share for the corresponding

period of last year.

After goodwill amortization and restructuring charge, net income attributable to common

shareholders for the nine-month period were $175 million or $0.72 per share, as against
$204 million or $0.97 per share in 2000.

PARJOINTCO N.V. The contribution to the Corporation’s net earnings from Parjointco N.V,,
which holds Power Financial’s interest in Pargesa Holding S.A., was $109 million, including
the Corporation’s share of net non-recurring items, compared with $92 million for the first

nine months of 2000.

NORMAL COURSE {SSUER BID

The Corporation filed notice of a Normal Course Issuer Bid on September 17, 2001, for the
purchase for cancellation of some of its outstanding common shares under the rules of The
Toronto Stock Exchange, between September 19, 2001 and September 18, 2002.

Up to 16,000,000 common shares, representing less than 5% of its issued and outstanding
common shares, may be sought under the bid. A total of 347,118,140 common shares were

outstanding on September 17, 2001. Purchases in any 30-day period will not exceed 2% of

the outstanding shares.




Power Financial views the purchase of its own shares as an economically worthwhile use of
corporate funds in the appropriate circumstances. Additionally, such purchases may help
prevent dilution of the holdings of Power Financial’s common shareholders resulting from
the issue of shares pursuant to the exercise of options to purchase common shares under the

Corporation’s Employee Stock Option Plan.

DIVIDENDS

The Board of Directors today declared a dividend on the Series A First Preferred Shares
payable February 15, 2002 to shareholders of record January 25, 2002 in an amount to be
determined by applying the Quarterly Dividend Rate, as defined in the Articles of
Continuance of the Corporation, to $25.00.

A dividend of $0.4375 per share was declared on the Series B First Preferred Shares
payable February 28, 2002 to shareholders of record February 7, 2002.

A dividend of $0.3250 per share was declared on the First Preferred Shares, Series C
payable January 31, 2002 to shareholders of record January 10, 2002.

A dividend of $0.34375 per share was declared on the First Preferred Shares, Series D
payable January 31, 2002 to shareholders of record January 10, 2002.

A dividend of $0.24 per share was declared on the common shares payable February 1, 2002
to shareholders of record December 31, 2001. This represents an increase of 2 cents per

share or 9% over the previous quarterly dividend.

On behalf of the Board of Directors,

Paul Desmarais, Jr. Robert Gratton
Chairman President and Chief Executive Officer

November 2, 2001




MANAGEMENT’'S DISCUSSION AND ANALYSIS

The following is a discussion and analysis of the interim consolidated financial condition
and results of operations of Power Financial Corporation (“Power Financial” or the “Corporation”)
for the three-month and nine-month periods ended September 30, 2001. This document should
be read in conjunction with: the unaudited Interim Consolidated Financial Statements of
Power Financial and notes thereto for the three-month and nine-month periods ended
September 30, 2001; Management’s Discussion and Analysis included in the annual report
of the Corporation for the year ended Becember 31, 2000 and in the Quarterly Reports for
the periods ended March 31 and June 30, 2001; and the Consolidated Financial Statements
and notes thereto for the year ended December 31, 2000, as well as the unaudited Interim
Consolidated Financial Statements and notes thereto for the periods ended March 31 and
June 30, 2001.

Power Financial holds substantial interests in the financial services industry in Canada and
the United States and, through its indirect investment in Pargesa Holding S.A. (“Pargesa”),
has substantial holdings in a group of major media, energy, utilities and value-added specialty

minerals companies based in Europe.

The information contained herein concerning the Corporation’s subsidiaries has been summarized
from quarterly information publicly disclosed by them. Information concerning nine-month
results of Pargesa for 2001 has been based on that company’s press release issued on
November 8, 2001.

FINANCIAL RESULTS

In this analysis, the principal subsidiaries, namely Great-West Lifeco Inc. and
Investors Group Inc., which make the most significant contribution to the earnings
of the Corporation, are accounted for on an equity basis. In order to provide the
reader with @ more accurate analysis of operating activiiies, operating earnings
include the Corporation’s share of earnings of subsidiaries before the impact of
goodwill amortization (as reported by these subsidiaries); information for previous

periods has been revised accordingly. Moreover, as explained further in this report,

operating earnings are presenied before the Corporation’s share of specific adjustments
recorded in 2001 by Great-West Lifeco Inc.




Operating results of Mackenzie Financial Corporation (“Mackenzie™), which was acquired
by Investors Group Inc. (“Investors Group”) on April 20, 2001, and the amortization of goodwill
resulting from this transaction, have been included in Investors Group’s results beginning
on that date. In support of the transaction, Power Financial (through a wholly owned subsidiary)
and The Great-West Life Assurance Company (“Great-West Life”) respectively subscribed
for 5.5 million and 9.2 million of treasury common shares of Investors Group (for total
consideration of $138.3 million and $230.0 million, respectively). Following completion of
private placements and the issuance of common shares to former Mackenzie shareholders as
part of the acquisition consideration, Power Financial and Great-West Life own respectively
a 56.3% and a 3.5% interest in Investors Group (at September 30, 2001), as compared with
67.9% held directly by Power Financial before the transaction. Power Financial’s share of
the restructuring charge of $95.6 million before tax recorded by Investors Group during the
second quarter, related to the costs to be incurred in realizing synergies from the acquisition

of Mackenzie, is included in other income on an after-tax basis.

NINE-MONTH RESULTS

EARNINGS SUMMARY (unuudited)

9 months 2001 9 months 2000

{in mitlions of dollars. escept per share amounts) M$®  per share M8W  per share Change (%)
Operating earnings

before the following 687 191 574 1.59 20
Goodwill amortization 68)  (0.19) 39 (0.1
Share of adjustments

recorded by Lifeco (189) (0.55)
Other income 270 0.78 49 0.14
Nel earnings 700 1.95 584 -1.62 20

1) Before dividends paid on preferred shares.

OPERATING EARNINGS BEFORE GOODWILL AMORTIZATION, SHARE OF ADJUSTMENTS
AND OTHER INCOME For the nine-month period ended September 30, 2001, Power
Financial reported operating earnings of $687 million or $1.91 per share, before goodwill
amortization, its share of specific adjustments recorded by Great-West Lifeco Inc. (“Lifeco”)
(see below) and other income, as against $574 million or $1.59 per share in the corresponding

period of last year. This represents a 20% increase on a per share basis.

GOODWILL AMORTIZATION Goodwill amortization, which represents primarily
Power Financial’s share of goodwill amortization recorded by its subsidiaries, amounted to
$68 million or $0.19 per share during the nine-month period ended September 30, 2001,

compared with $39 million or $0.11 per share for the same period of last year.




MANAGEMENT’S DISCUSSION AND ANALYSIS

The increase in goodwill amortization in 2001 results from goodwill recorded by Investors

Group on the acquisition of Mackenzie.

OTHER INCOME OF A NON-RECURRING NATURE AND SHARE OF ADJUSTMENTS
RECORDED BY LIFECO As previously reported, Lifeco recorded charges in the first
half of this year of $164 million, after tax, related to Alta Health and Life Insurance
Company (“Alta”), a subsidiary of Great-West Life & Annuity Insurance Company (“GWL&A”);
Power Financial’s share of these charges amounted to $131 million or $0.38 per share.
In addition, third-quarter earnings of Lifeco include a charge of $73 million after tax related
to claims provisions for the U.S. events of September 11, 2001, which translates into $58 million
or $0.17 per share for Power Financial (for further information about this special item,

please refer below to the section of this report concerning the results of Lifeco).

Other income of a non-recurring nature was $270 million or $0.78 per share for the nine-month
period ended September 30, 2001, as compared with $49 million or $0.14 per share in 2000.
During the second quarter of 2001, the Corporation recorded a $231 million dilution gain as
a result of the decrease in its ownership of Investors Group (as part of the Mackenzie transaction,
Investors Group issued common shares to third parties at a price above book value); this gain
has been partly offset by Power Financial’s share (833 million on an after-tax basis) of the
special charge related to the costs to be incurred in realizing synergies from the acquisition

of Mackenzie by Investors Group.

Also included in other income is the Corporation’s share of net gains attributable to the

Pargesa group; in 2000, other income was solely attributable to Pargesa.

NET EARNINGS Including goodwill amortization, its share of adjustments recorded by
Lifeco and other income of a non-recurring nature, Power Financial’s net earnings for the
nine-month period ended September 30, 2001 were $700 million or $1.95 per common
share, compared with $584 million or $1.62 per share in 2000.

THIRD-QUARTER RESULTS

For the three-month period ended September 30, 2001, earnings were $237 million before
goodwill amortization, impact of adjustments relating to the U.S. events of September 11 and
other income, compared with $199 million in the third quarter of last year. This represents

an increase of 20% on a per share basis.

Net earnings, including goodwill amortization, the Corporation’s share of adjustments recorded

by Lifeco during the quarter and other income, were $206 million or $0.57 per share for the

quarter ended September 30, 2001, the same figure as in the corresponding period of 2000.




CASH FLOW
On a consolidated basis, cash and cash equivalents decreased during the nine-month period
by $330 million, as compared with an increase of $211 million during the same period of

last year.

Cash flow from operating activities was $1,227 million during the period of 2001, compared
with $163 million for the corresponding period of 2000. Financing activities resulted in a
source of $1,454 million in 2001, compared with a use of 8179 million in 2000. Included in
2001 is the financing activities relating to the acquisition of Mackenzie by Investors Group.
Cash flow from investing activities resulted in a net use of $3,011 million in 2001, compared
with a net source of $227 million in 2000. Included in 2001 is the acquisition of Mackenzie

by Investors Group.

DIVIDEND PER COMMON SHARE

For the nine-month period, total dividends declared per common share amounted to 64 cents
in 2001, compared with 52.5 cents in 2000, an increase of 22 %.

SHAREHOLDERS' EQUITY

Power Financial’s shareholders’ equity amounted to $5,525 million at September 30, 2001,
compared with $4,963 million at December 31, 2000. The increase of $562 million during
the period is primarily due to an increase in retained earnings of $438 million, and positive

foreign currency translation adjustments of $124 million.

In September 2001, the Corporation purchased 483,300 of its common shares for cancellation

pursuant to its Normal Course Issuer Bid.

SUBSEQUENT EVENTS

On November 12, 2001, Power Financial announced it had agreed to issue 8,000,000 Non-
Cumulative First Preferred Shares, Series E, for gross proceeds of $200 million. The shares
will be issued at $25 per share and will carry a non-cumulative annual dividend rate of
5.25% if, as and when declared by the Board of Directors of the Corporation. Closing is
expected on or about November 25, 2001. Proceeds from the issue will be used to supple-

ment Power Financial’s financial resources and for general corporate purposes.

On November 8, 2001, Lifeco announced it had entered into an agreement for the sale of
$200 million principal amount of 6.74% debentures due November 24, 2031. The offering
is expected to close on or about November 23, 2001. The proceeds will be used to purchase

subordinated debentures of Great-West Life.

-3




GREAT-WEST LIFECO INC.

Lifeco reported net income attributable to common shareholders of $563 million or
$1.516 per share for the nine months ended September 30, 2001, an increase of 21% over
2000. This result is before two specific adjustments, comprising a third-quarter claims pro-
vision in Canadian Operations of $73 million from the United States events of September 11,

2001, and the previously reported non-recurring charge of $164 million in U.S. Operations

share, respectively. For the third quarter, net income attributable to common shareholders
before adjustments was $197 million or $0.533 per share, compared with $164 million or
$0.440 per share in 2000.

associated with Alta. These adjustments represent $0.199 and $0.440 per common
Including all charges, total net income attributable to common shareholders, for the nine months

ended September 30, 2001, was $326 million or $0.877 per share, compared with $469 million
or $1.254 per share in the same period of 2000. For the third quarter, net income attributable
to common shareholders including all charges was $124 million or $0.334 per share, compared
with $164 million or $0.440 per share in 2000.

Highlights:

- Charges for claims provisions from the United States events of September 11, 2001

|
|
\
|
|
- Total premiums and deposits were up 6%.
included in third-quarter results for common shareholders were $73 million, essentially

related to the reinsurance business associated with Canadian Operations.

- Return on common shareholders’ equity, on an adjusted basis, was 19.6% for the twelve

months ended September 30, 2001,

- Dividends paid on common shares for nine months of 2001 were 20% higher than a year ago.




Consolidated net earnings for Lifeco are the net operating earnings of Great-West Life in

Canada and GWL&A in the United States, together with Lifeco’s corporate results.

For the nine months ended September 30, 2001, adjusted consolidated net earnings attributable
to common shareholders from Lifeco’s Canadian Operations were up 26% to $237 million,
compared with a year ago. This Canadian adjusted result excludes, for comparability,
a third-quarter charge of $73 million related to claims provisions from the U.S. events of

September 11, 2001, essentially related to the reinsurance business.

For the nine months ended September 30, 2001, Canadian consolidated net earnings of
Lifeco attributable to common shareholders, including the September 11, 2001 related
charges, were $164 million, compared with $189 million a year ago, and $9 million for the
third quarter of 2001, compared with $65 million in 2000.

In the United States for the nine months ended September 30, 2001, GWL&A’s adjusted net
operating earnings, before Alta charges, increased 19% to US$220 million. Translated to
equivalent Canadian dollars, Lifeco’s United States consolidated net earnings before Alta

charges were $326 million, compared with $280 million a year ago, an increase of 17%.

The United States adjusted results above do not include a non-recurring charge of $132 million
after tax or operating losses of $32 million previously reported at June 30, 2001, both associated
with Alta, a wholly owned subsidiary of GWL&A.

GWL&A’s net operating earnings, including Alta charges, were US$114 million for the nine
months ended September 30, 2001. Translated to equivalent Canadian dollars Lifeco’s

United States consolidated net earnings were $162 million.

For the third quarter, GWL&A’s net operating earnings increased 19% to US$78 million.
Translated to equivalent Canadian dollars, Lifeco’s United States consolidated net earnings

were $115 million, compared with $99 million a year ago, an increase of 16%.




GREAT-WEST LIFECO INC.
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FINANCIAL HIGHLIGHTS (unaudited)

For the nine months ended September 30

(in millions of dollars, except per share amounts) 2001 2000 Change (%)
Premiums:

Life insurance, guaranteed annuities

and insured health products 5,284 5,259 -

Reinsurance and property and casualty 2,328 1,808 29
Self-funded premium equivalents

(ASO contracts) " 7,608 5,476 17
Segregated funds deposits: "

Individual products 2,272 2,241 1

Group products 3.578 Ale4 {14)
Total premiums and deposits 21,070 19,546 6
Fee and other income 1,414 1.2i2 17
Paid or credited to policyholders 8,820 8,169 9
Net income attributable to:

Preferred shareholders 23 23

Common shareholders 326 469 (30)
Adjustments @ 237
Adjusted net income attributable to

common shareholders 563 468 20
Return on common shareholders’ equity (12 months):
Net income 13.7% 18.1%
Adjusted net income @ 19.6% 18.1%
Basic earnings per common share 0.877 1.254 {30)
Diluted earnings per common share 0.862 1.222 (29)
Adjustments ® 0.639
Adjusted basic earnings per common share 1.516 1.254 21
Dividends paid per common share 0.575 0.480 20
Book value per common share 10.16 9.51 7
At September 30
Total assets 58,148 33,434 5
Segregated funds assets 35,702 30,080 9)
Total assets under administration 93,850 0d, 344 1)
Capital stock and surplus 4,287 2,075 5

1) Segregated funds deposits and sell-funded premium equivalents (ASO contracts)

The financial statements of a life insurance company do not include the assets, liabilities, deposits and withdrawals of

segregated funds or the claims pavments related to administrative services only (ASO) Group health contracts. However,

the company does earn fee and other income related to these contracts.

Both segregated fund and ASO contracts are an important aspect of the overall business of Lifeco and should be considered

when comparing volumes, size and trends.

2) Results include:

a) A third-quarter charge of $73 million after tax or $0.199 per common share from the U.S. disaster of September 11, 2001,

essentially related to the reinsurance business.

b) Special charges of $132 million plus related operating losses of $32 million for a total of $164 million after tax or
$0.440 per common share, both related to Alta, previously reported at June 30, 2001, as part of Lifeco’s United States
Employee Benefits segment. The total impact of Alta on net income of Lifeco for the three months ended September 30,

2001 was negligible.




INVESTORS GROUP INC.

Investors Group announced net income attributable to common shareholders for the nine-month
period ended September 30, 2001 of $275.5 million or $1.14 per share prior to goodwill
amortization and a restructuring charge related to the acquisition of Mackenzie, compared
to last year’s nine-month net income of $204.3 million or $0.97 per share. This represents a

17.1% increase on a per share basis.

Net income for the third quarter prior to goodwill amortization was $110.6 million, compared
with $76.6 million in the same period of 2000. Earnings per share on the same basis were

$0.418, compared with $0.363 for the third quarter of last year.

After a second-quarter restructuring charge related to the Mackenzie acquisition of $95.6 million
pre-tax, net income for the nine months was $221.4 million or $0.91 per share prior to goodwill

amortization and $174.7 million or $0.72 per share after goodwill amortization.

The results for the nine months reflect the acquisition of Mackenzie as of April 20, 2001,
and a change in accounting estimates related to amortization of sales commissions, which

reduced expenses by $23.5 million after tax.
Highlights:

- Gross revenues for the first nine months of 2001 were $1.3 billion compared with
$873.1 million last year. Gross revenues for the third quarter were $502.5 million compared
with $305.9 million in the prior year. Operating expenses were $886.4 million for the
nine-month period and $311.9 million for the quarter, compared with $301.6 million and
$165.7 million respectively in 2000.

- Assets under management and administration at September 30, 2001 totalled $81.3 billion,
compared with $48.8 billion at September 30, 2000 reflecting the increase in assets
resulting from the Mackenzie acquisition.

- Shareholders’ equity at September 30, 2001, was $2.6 billion compared with $1.1 billion

at December 31, 2000. Return on average common equity for the nine months, excluding

goodwill amortization and restructuring, was 19.9% compared with 27.5% for the same
period in 2000.

- A dividend of 19 cents per common share was declared payable February 1, 2002 to
shareholders of record December 31, 2001.




INVESTORS GROUP INC.
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INVESTORS GROUP'S OPERATIONS Mutual fund sales for the nine-month period
were $4.8 billion compared with 5.5 billion in the prior year. Mutual fund net sales for the
period were $874 million compared with $858 million in the prior year. In the third quarter
mutual fund sales were $1.3 billion compared with $1.5 billion a year ago and mutual fund

net sales were $114 million compared with $87 million last vear.

Mutual fund assets at September 30, 2001 were $40.6 billion compared with $45.3 billion
at September 30, 2000.

Investors Group’s redemption rate at September 30, 2001, excluding money market funds,

was 10.2% compared with 11.6% a year ago.

MACKENZIE'S CANADIAN OPERATIONS Mutual fund sales for the nine-month period
were 84.1 billion compared with $4.8 billion in the prior year. Mutual fund net sales for the
period were $209 million compared with $951 million in the prior year. In the third quarter,
mutual fund sales were $1.1 billion compared with $1.0 billion in the prior year and mutual

fund net sales were $29 million compared with $74 million last year.

Mackenzie’s redemption rate at September 30, 2001, excluding money market funds,

was 12.9% compared with 13.8% a year ago.




FINANCIAL HIGHLIGHTS (unaudited)

For the nine months ended September 30

(in millions of dollars, except per share amounts) 2001 2000 Change (%)
Net income
Excluding goodwill amortization and
restructuring charge 275.5 204.3 34.8
Earnings per share (fully diluted)
Excluding goodwill amortization and
restructuring charge 1.135 0.969 17.1
Dividends per share 0.540 0.450 20.0
Return on equity (%)
Excluding goodwill amortization and
restructuring charge 19.9 27.5
Mutual funds
Investors Group Inc.
Sales 4,763 5.455 (12.7)
Redemption rate (%) 12.3 14.0
Net sales 874 858 1.9
Assets under management 40,562 45,337 (10.5)
Mackenzie Financial Corporation "
Sales 2,308
Redemption rate (%) 19.5
Net sales (315)
Assets under management 30,199
Combined assets under management 70,761 45,337 56.1
Insurance in force {face amount) 23,927 20,194 18.5
Securities operations
Assets under administration # 3.432 2,564 33.8
Mortgages serviced @ 7,745 7,277 6.4
Deposits and Certificates @ 660 241 173.9

1) From date of acquisition or as at September 30, 2001, including U.S. mutual fund operalions

2) Includes Mackenzie as at September 30, 2001

Note: Certain comparative figures in this quarterly report have heen restated to conform with current period presentation.
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PARGESA HOLDING S.A.

CONSOLIDATED RESULTS

Third Quarter Third Quarter Nine Months Nine Months
SF million 2001 2000 2001 2000
Operating contribution of
major holdings
Subject to equity accounting *:
Imerys 21.2 228 64.2 85,5
RTL Group - 18 11.3 6.3
Bertelsmann 0.0 - 0.0 -
Non-consolidated (dividends):
TotalFinaElf - - 56.9 369
Suez - - 35.5 32.3
Operating contribution of
major holdings 21.2 216 167.9 1524
Operating contribution of
other affiliates subject to
equity accounting 24 Z4 7.5 7.6
Operating income contributed
by holding companies (1.9) (8.%) (3.9) 11.9
Operating income 21.7 86 171.5 1718
Non-operating income
of affiliates subject to
equity accounting 0.2 (e (1.9 8.3
Non-operating income
of holding companies 310.3 75.6 3784 2i2.6
Depreciation of goodwill
by holding companies 2.4) 8.1) (19.7) (2L.3)
Net income 329.8 86.0 528.3 7.5
Per share (SF):
Operating income 13 il 102 103
Net income 197 3l 315 222
Average shares
outstanding (thousands) 1,675 1,673 1,675 1673

* after deduction of its own goodwill amortization

The main event of the quarter was the completion, on July 2, 2001, of the exchange of Groupe
Bruxelles Lambert S.A.s (“GBL”) 29.9% interest in RTL Group for 25.1% of Bertelsmann
AG (“Bertelsmann”). This transaction has the following impact on the Pargesa’s consolidated
accounts: a capital gain resulting from the exchange, termination of equity accounting for
RTL Group, first-time equity accounting for Bertelsmann, and negative goodwill was recorded

which should offset losses identified at the date of the agreement.
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OPERATING INCOME At September 30, 2001, operating income of the major holdings
rose 10% to SF167.9 million, compared with SF152.4 million at September 30, 2000.

The contribution from Imerys remained virtually stable.
As of the third quarter, RTL Group no longer contributes directly to the Pargesa group’s results.

Since Bertelsmann’s consolidated accounts under International Accounting Standards (“[AS™)
are not yet available, the third-quarter contribution from this holding has been calculated on
the basis of management accounts drawn up according to German accounting standards. As
anticipated, this results, in a negative contribution to Pargesa’s earnings, which is offset by the

recognition as income of an identical amount in respect of the above-mentioned negative goodwill.

The non-consolidated contributions from TotalFinaElf and Suez represent single annual dividends
received during the second quarter, which were significantly higher than in the previous

year. These two non-consolidated holdings do not contribute to the second-half earnings.

Operating income, which also includes the impact of interest charges resulting from investments
made by the group in order to increase its position in existing holdings, remained stable at

SF171.5 million.

NON-OPERATING INCOME Non-operating income of holding companies of SF378.4 mil-
lion reflected primarily the third-quarter gain on the exchange of GBLs 29.9% stake in RTL
Group for 25.1% of Bertelsmann, as well as a capital gain realized on GBLs contribution of
its holding in Lasmo to a takeover bid by ENI in the first half. In the fourth quarter, the company
will record an extraordinary charge announced by Imerys, Pargesa’s share of which is currently

estimated at SF30 million. At September 30, 2000, the non-operating income of SF212 million

mainly included the capital gain realized on the sale of Audiofina shares.




POWER FINANCIAL CORPORATION
CONSOLIDATED BALANCE SHEETS
{unaudited) ’
September 30, December 31,
(in millions of dollars) 2001 2000
ASSETS
Cash and temporary investments 1,501 1,831
Investments
Shares ‘ 1,484 1,583
Bonds 32,226 30.400
Mortgages and other loans 15,178 14,586
Real estate 1,266 1,218
50,154 47,787
Investment in affiliate, at equity 1,412 1.205
Goodwill and intangibles 4,792 1,785
Other assets 7,832 6,634
65,691 59,354
LIABILITIES
Policy liabilities
Actuarial liabilities 43,540 41,567
Other 3,520 3,532
Deposit and certificates 660 219
Long-term debt 2,247 1,026
Other liahilities 5,783 4,561
35,750 50,905
Non-controlling interests 4,416 3.486
SHAREHOLDERS' EQUITY
Stated capital (Note 2)
Preferred shares 350 350
Common shares 547 547
Retained earnings 4,101 3,663
Foreign currency translation adjustments 327 203
5,525 4,563
65,691 59,354
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POWER FINANCIAL CORPORATION

CONSOLIDATED STATEMENTS OF EARNINGS

(unaudited)

For the three months ended September 30 For the nine months ended September 30
{in millions of dolars, except per share amounts) 2001 2000 2001 2000
REVENUES
Premium income 2,545 2,345 7,612 7,065
Investment income 920 970 2,842 2,823
Fee income 954 694 2,592 2,008
4,419 4,009 13,046 11,896
EXPENSES
Paid or credited to policyholders and
beneficiaries including policyholder
dividends and experience refunds 2,994 2,730 8,820 8,100
Commissions and operating expenses 967 814 2,820 2,452
Special charges (Note 6) 202
Interest expense 18 4 59 12
3,979 3,548 11,901 10,564
440 461 1,145 1,332
Share of earnings of affiliate 3 8 37 42
Other income, net (Note 5) 57 20 208 49
Earnings before income taxes and
non-controlling interests 500 489 1,390 1,423
Income taxes 185 195 411 545
Non-controlling interests 65 71 179 241
Amortization of goodwill 44 17 100 53
Net earnings 206 206 700 584
Earnings per common share (Note 4)
Basic 0.57 0.57 1.95 1.62
Diluted 0.56 0.56 1.92 1.60
Earnings per share before amortization of goodwill
Basic 0.65 0.60 2.14 1.73
Diluted 0.64 0.59 211 1.71
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POWER FINANCIAL CORPORATION

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS

(unaudited)

For the nine months ended September 30 (in millions of dollars) 2001 2000
Retained earnings, beginning of vear 3,663 3,157
Add
Net earnings 700 584
4,363 3,741
Deduct
Dividends
Preferred shares 23 24
Common shares 222 182
Excess of cost over stated value of common shares purchased for cancellation 15 9
Other 9
262 215
Retained earnings, end of period 4,101 3,526
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POWER FINANCIAL CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited)
For the three months ended September 30 For the nine months ended Septemher 30
(in millions of dollars) 2001 2000 2001 2000
OPERATING ACTIVITIES
Net earnings 206 206 700 384
Non-cash charges {credits)
Increase (decrease) in policy liabilities 432 321 968 604
Decrease (increase) in funds withheld
by ceding insurers (294) (307) (543) (914)
Amortization and depreciation 55 22 123 63
Future income taxes 60 (20) (36) 4
Non-controlling interests 65 71 179 241
Other (27) (189) (164) (419).
Cash from operating activities 497 104 C 1,227 163
FINANCING ACTIVITIES
Dividends paid
By subsidiaries to non-controlling interests (49) 35 (115) (105)
Preferred shares (8) ) (24) (23)
Common shares (76) (63) (215) (177
(133) {101 (354) (305)
Issue of common shares 1
Repurchase of common shares (15) (15) (10)
Repurchase of common shares by subsidiaries (83) (28) (149) {(57)
Issue of preferred shares by a subsidiary 360
Issue of long-term debt, commercial paper
and other loans 149 1,647 255
Repayment of long-term debt, commercial paper
and other loans (428) (63)
Other 46 (©6) 28 €3)
(613) 14 1,454 (179)
INVESTMENT ACTIVITIES
Bond sales and maturities 3,510 3.149 13,597 11,852
Mortgage loan repayments 610 1.129 2,129 2,870
Sale of shares 60 101 663 246
Change in loans to policyholders - (178) 65 | (409) (152)
Change in repurchase agreements 9 | (1) 445 (119)
Acquisition of Mackenzie Financial Corporation (2,602)
Investment in bonds (3,968) (3.315) (14,543) (11,069)
Investment in mortgage loans {(442) (887) (1,832 (2.649)
Investment in shares (32) (109) (422) {637)
Other ' (23) (29) (37) (95)
(369) 103 (3,011) 227
Increase (decrease) in cash and cash equivalents (485) 221 (330) 211
Cash and cash equivalents, beginning of year 1,986 1.626 1,831 1,636
Cash and cash equivalents, end of period 1,501 1,847 1,501 1.847
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POWER FINANCIAL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

1.SIGNIFICANT ACCOUNTING POLICIES

The interim unaudited consolidated financial statements of Power Financial Corporation at September 30, 2001 have
been prepared in accordance with generally accepted accounting principles in Canada, using the accounting policies
described in Note 1 of the Corporation’s consolidated financial statements for the year ended December 31, 2000,
except as noted below. :

The Corporation adopted the recommendations of the Canadian Institute of Chartered Accountants (CICA) Handbaok
Section 3500, Earnings Per Share, effective January 1, 2001. This section requires the presentation of both basic and
diluted earnings per share directly on the statement of earnings regardless of the materiality of the difference
between them. In addition, the Corporation is required to use the treasury stock method to calculate the dilution
effect of stock options, warrants and similar instruments as opposed to the imputed earnings approach. This section
also requires the disclosure of the reconciliation between the basic and diluted earnings per share.

The Corporation also adopted the recommendations of CICA Handbook Section 1751, Interim Financial Statements
during the first quarter of 2001. This section changes the requirements for financial presentation and note disclosure
in the interim financial statements. In addition, certain of the 2000 amounts presented for comparative purposes have
heen reclassified to conform with the presentation adopted in the current year.

2.CAPITAL STOCK AND OPTION PLAN

STATED CAPITAL

Authorized
First Preferred Shares, issuable in series — unlimited
Second Preferred Shares, issuable in series — unlimited
Common Shares — unlimited

Issued and Qutstanding

September 30, 2001 December 31, 2000

Number Stated Number Stated
of Shares Capital of Shares Capital
(in millions of dollars) (in millions of dollars)

Preferred Shares
Series A First Preferred Shares 4,000,000 100 4,530,000 100
Series B First Preferred Shares 6,000,000 150 6,000,000 150
Series C First Preferred Shares 6.000,000 150 6,000,000 150
Series D First Preferred Shares 6,000,000 150 6,000,000 150
550 350
Common Shares 346,634,840 547 347,053,543 547

STOCK OPTION PLAN

- Options were outstanding at September 30, 2001 to purchase, until August 1, 2010, up to an aggregate of 7,372,000
common shares, at various prices from $5.06250 to $27.00 per share. To September 30, 2001, 65,000 common shares
were issued for $0.3 million.

During the period, the Corporation repurchased 483,300 common shares at a cost of $15 million and the premium
paid to acquire the shares was charged to retained earnings.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS {unaudited)

3.SEGMENTED INFORMATION

POWER FINANCIAL CORPORATION

INFORMATION ON PROFIT MEASURE for the three months ended September 30, 2001 (in millions of dollacs)

LIFECO INVESTORS PARJOINTCO OTHER TOTAL
REVENUES
Premium income 2,545 2,545
Net investment income 892 34 (6) 920
Fee income 485 469 954
3,922 503 (6) 4,419
EXPENSES
Insurance claims 2,994 2,99
Commissions, other operating expenses 675 286 6 967
Special charges
Interest expense 26 (8) 18
3,669 312 2) 3,979
253 191 ) 440
Share of earnings of affiliate 3 3
Other income — net 57 37
Earnings before the following: 253 191 60 (4) 300
Income taxes 110 75 185
Non-controlling interests 31 38 4) 65
Amortization of goodwill 16 26 2 44
Contribution to consolidated net earnings 96 52 60 (2) 206
INFORMATION ON PROFIT MEASURE for the three months ended September 30, 2000 (in mittions of dollacs)
LIFECO INVESTORS PARJOINTCO OTHER TOTAL
REVENUES
Premium income 2,345 2,345
Net investment income 941 31 2) 970
Fee income 419 275 694
3,705 306 (2) 4,009
EXPENSES
Insurance claims 2,730 2,730
Commissions, other operating expenses 645 165 4 814
Special charges
Interest expense 1 3 4
3,375 166 7 3,548
330 140 ©) 461
Share of earnings of affiliate 8 3
Other income — net 20 20
} Earnings before the following: 330 140 28 9 489
| Income taxes 132 64 ) 195
L Non-controlling interests 56 23 {8) 71
\ Amortization of goodwill 16 1 17
|
‘ Contribution to consolidated net earnings 126 53 28 ()] 205
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

3.SECGMENTED INFORMATION (CONTINUED)

INFORMATION ON PROFIT MEASURE for the nine months ended September 30, 2001 (in millions of dellars)

LIFECO INVESTORS PARJOINTCO NTHER TOTAL
REVENUES
Premium income 7,612 7,612
Net investment income 2,736 96 10 2,842
Fee income 1,414 1,178 2.592
11,762 1,274 10 13,046
EXPENSES ‘
Insurance claims 8,820 8,820
Commissions, other operating expenses 2,001 740 19 2,820
Special charges 202 202
Interest expense 51 8 59
11,083 791 27 11,901
679 483 (17) 1,145
Share of earnings of affiliate v 37 37
Other income - net (96) 73 231 208
Earnings before the following: 679 337 110 214 1,390
Income taxes 258 158 (5) 411
Non-controlling interests 121 68 (10) 179
Amortization of goodwill 48 47 5 100
Contribution to consolidated net earnings 252 114 110 224 700
INFORMATION ON PROFIT MEASURE for the nine months ended September 30, 2000 (i witlions of dollars)
HIFECO INVESTURS PARJOINTLO OFHFR TOTA
REVENUES
Premium income 7083 7.0065
Net investment income 2047 76 2.823
Fee income 1212 750 2,008
TLO24 872 11886
EXPENSES
Insurance claims 8,100 8100
Commissions, other operating expenses 1937 £99 16 2452
Special charges
Interest expense 2 0 i2
1537 500 2 10.364
987 371 {26) 1332
Share of earnings of affiliate 42 42
Other income ~ net i A8
Earnings before the following: 687 371 9: {2¢) 123
Income taxes 383 16T {3) LA
Non-controlling interests 193 62 :5) 204
Amortization of goodwill 9 /2 33
Contribution to consolidated net earnings 360 142 O (%) 340




POWER FINANCIAL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

4. EARNINGS PER SHARE

The following is a reconciliation of the numerators and the denominators of the basic and diluted earnings per
common share computations for earnings from continuing operations:

For the nine months ended September 30 (in millions of dollars) 2001 2000
Net earnings 700 584
Dividends on preferred shares 23 24
Net earnings available to common shareholders 6717 560
Weighted number of common shares outstanding (millions)

Basic 347.1 346.6
Exercise of stock options 7.4 7.8
Shares repurchased 2.7) (3.9)
Weighted number of common shares outstanding (millions)

Diluted 351.8 350.8
For the three months ended September 30 (in millions of dollars) 2001 2000
Net earnings 206 206
Dividends on preferred shares 3 8
Net earnings availahle to common shareholders 198 108
Weighted number of common shares outstanding (millions)

Basic 347.1 346.6
Exercise of stock options 7.4 7.8
Shares repurchased (2.6) (3.2)
Weighted number of common shares outstanding (millions)

Diluted 351.9 351.2

5.0THER INCOME, NET

For the three months For the nine months
ended September 30 ended September 30
{in millions of dollars) 2001 2000 2001 2000
Share of Pargesa gains 57 20 73 49
Cain resulting from the dilution of the
Corporation’s interest in Investors Group 231
Restructuring costs (96)
57 20 208 49
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POWER FINANCIAL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

6. SPECIAL CHARGES

The Corporation’s results include a non-recurring charge of $202 million pre-tax ($132 million after tax) plus operating
losses of $32 million after tax, both related to Alta Health & Life Insurance Company (Alta), an indirect wholly
owned subsidiary of Great-West Lifeco Inc., previously reported at June 30, 2001. The total impact of Alta on net
income for the three months ended September 30, 2001 was negligible.

7.0.5. DISASTER OF SEPTEMBER 11, 2001

The Corporation’s results also include a third quarter charge of $73 million after tax related to claims provisions for
the U.S. disaster of September 11, 2001, essentially related to the reinsurance business. Actual results could differ
from those estimates.

8. ACQUISITION OF MACKENZIE FINANCIAL CORPORATION

Effective April 20, 2001, Investors Group Inc. acquired all of the outstanding common shares of Mackenzie Financial
Corporation (“Mackenzie™) for a cash consideration of $3.202 billion and the issue of 38,802,952 common shares of
Investors Group which represented a total consideration of $3.991 billion including transaction costs. Consideration
paid consisted of the following:

(in millions of dellars)

Cash 427
Bridge credit facility 897
Bank term loan 550
Issue of debentures 600
Issue of preferred shares 360
Issue of common shares : 368
Total cash consideration 3,202
Fair value of share exchange 789
Total consideration 3,991

To support this transaction, on April 19, 2001 The Great-West Life Assurance Company, an affiliate of Investors Group,
invested $230 million to acquire 9,200,000 common shares representing 3.5% of the oustanding common shares of
Investors Group, while the Corporation invested $138.3 million to acquire 5,532,000 common shares and now owns
56.1% of the outstanding common shares of Investors Group.

The acquisition was accounted for by the purchase method and the results of Mackenzie’s operations have been
included in the consolidated statement of income from the date of acquisition.




POWER FINANCIAL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

8. ACQUISITION OF MACKENZIE FINANCIAL CORPORATION (CONTINUED)
Details of the consideration given and the fair values of the net assets acquired are as follows:

{in millions of dollars)

Fair value of assets acquired

Cash and cash equivalents 600
Securities 47
Mortgages and loans 427
Deferred selling commissions 585
Other assets 132
1,791

Less liabilities assumed and minority interest
Deposits 423
Other liabilities 215
Future income taxes » 194
Restructuring charge allocated to purchase price ' 24
Minority interest 14
870
Fair value of net assets acquired 921
Goodwill and intangibles ' 3,070
Total purchase consideration 3,991

The purchase price has been preliminarily allocated to tangible assets acquired and liabilities assumed based on
their estimated fair values as of the acquisition date. The excess of consideration paid over the estimated fair value
of net assets acquired has been recorded as goodwill and intangibles. Goodwill and identifiable intangible assets of
approximately $3.1 billion will be amortized as a charge to earnings on a straight-line basis over their estimated useful
lives of 30 years. The final allocation of the purchase price will be determined after appraisals and a comprehensive
evaluation of the fair value of the assets acquired and liabilities assumed are completed.

Investors Group has commenced the integration and rationalization of its administration, systems and corporate operations.
Estimated costs of 896 million (854 million after tax) were charged to earnings in the current interim period. These costs
include severance and related expenses, decommissioning of systems, and restructuring and/or exiting certain businesses.
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POWER FINANCIAL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

9. CONTINGENT LIABILITIES

On June 29, 2001, London Life announced an agreement to settle class actions related to the availability of policy-
holder dividends to pay future premiums. The settlement agreement, which covers five of six such actions, has been
approved by the Supreme Court of British Columbia, the Quebec Superior Court, and the Ontario Superior Court of Justice.
Estimated future settlement benefits of $180 million and expenses related to the administration of the settlement in
the amount of $20 million have been fully provided for in existing reserves in London Life’s participating account.
Actual results could differ from those estimates.

I10.COMMITMENTS

On August 3, 2001, an agreement was entered into for the sale of London Insurance Group Inc.’s indirect holdings
in London Guarantee Insurance Company, subject to regulatory approval and the satisfaction of certain conditions
contained in the agreement. The investment in London Guarantee Insurance Company is carried at cost, effective
August 3, 2001 resulting in London Insurance Group ceasing consolidating operating results and the assets and liabilities
of London Guarantee Insurance Company in its accounts.

11.SUBSEQUENT EVENTS

On November 12, 2001, Power Financial announced it had agreed to issue 8,000,000 Non-Cumulative First
Preferred Shares, Series E, for gross proceeds of $200 million. The shares will be issued at $25 per share and will
carry a non-cumulative annual dividend vield of 5.25% if, as and when declared by the Board of Directors of the
Corporation. Closing is expected on or about November 29, 2001. Proceeds from the issue will be used to supplement
Power Financials financial resources and for general corporate purposes.

On November 8, 2001, Lifeco announced it had entered into an agreement for the sale of $200 million principal
amount of 6.74% debentures due November 24, 2031. The offering is expected to close on or about November 23, 2001.
The proceeds will be used to purchase subordinated debentures of Great-West Life.
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